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JOHN KI NDT, PROFESSOR OF ECONOM CS, UNI VERSITY OF ILLINO S

CHAI RVAN JAMES; Professor Kindt.
PROFESSOR KINDT: Wth the Chair's perm ssion | have

sonme overheads. | want to thank you for your kind invitation to
speak today. Wiile we'll setting up, let nme just say that these,
of course, are ny opinions and this is a first draft. We're
still refining the nunbers. | would request the Chair's

perm ssion to revise and extend ny remarks and correct any m s-
statenents when | see the actual copy here.

W're mssing the issue. The issue is what is the
scope. The scope of ganbling has to be viewed on a strategic

nati onal scale. Gnbling has a zero sumeffect wthin its market

and that's the point. It has a zero sum effect within its
mar ket . Only in the nost wunusual hypothetical would the
strategic regional benefits outweigh the negatives, like
| egal i zi ng cocai ne. The socio-economc costs of Ilegalizing

ganbling overwhelm the benefits when |ooked at the strategic
scope. Mich of the other economc analysis is sinply irrelevant.
And here we have a prinme exanple, a country which

| egal i zed casinos in 1983, they wound up with the social cost of

addi cti ons, bankr upt cy, crime and corruption. They re-
crimnalized it just this year. It took them 15 years to bottom
out wth addictions, bankruptcy, crinme and corruption. And

that's what this is about, the ABCs of ganbling or addictions,
bankruptcies, crime and corruption. | have some new nunbers here
for you.

The National Ofice of Drug Policy has indicated that
the drug abuse problemis a $70 billion a year problem in the
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United States and going down. But ganbling abuse has been
i ncreasing, according to the Harvard Medical School Center on
Addi ctions analysis. |'mprepared to state here today that it's
now greater than the drug abuse problem Ganbl ing abuse is an
$80 billion per year problemhere in the United States.

We have 13.2 mllion people in the popul ation who are
involved in any illicit drug use. W have 15.4 mllion people or
5.7 percent of the U S. population as pathol ogical and problem
ganbl ers. And the Harvard analysis indicated that the estimate
should be 17 mllion people. So these are conservative nunbers.
Now, what does this nmean?

The increase in pathol ogical ganbl ers, agai n
according to the Harvard Medical School Center on Addictions,
this is what their report says, we can conpare their charts and
tables, they're saying up to 2.2 mllion people or .5 percent of
the U S. population became new pathol ogical ganblers in three
years, 1994 to 1997. This is what their nunbers say. | say
about 1.5 mllion, being very conservative. But if you | ook at
what the Harvard addictions nedical analysis indicates, this is
what they're comng up wth. Now, these are new pathol ogica
ganblers. This is a new addi ction sponsored by governnent.

The problem ganblers, 3.5 mllion new people or two
percent of the U. S. population becane new problem ganblers in
three years. The drug abuse <cost, $70 billion a year
pat hol ogi cal ganbling cost, $80 billion per year.

Just to summarize from Howard Schaffer, who has
testified before this commttee, ganbling is an addictive
behavi or, make no m stake about it. It's listed in the DSM 4.
It's an addictive behavior pursuant to the Anmerican Psychiatric
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Associ ati on. But what do we have in the Harvard Med anal ysis?
The nost inportant nunbers are mssing, and wth your Kkind
permssion, |'ll use a |aser pointer.

Where are the percentages of pathological ganblers
and problem ganblers in this study? Were are the percentages?
The nost inportant nunbers from each of these 120 studies are
m ssi ng. Now, | called up Harvard and | asked them why didn't
you include these nunbers. They said we didn't have room on the
table there. Well, does everybody know that Connecticut is in
New Engl and? Does everybody know that Maryland is in the Md-
Atl antic states?

Here's ny ol der study. As you can see, we've got the
nunbers of pathol ogical and problem ganblers. It doesn't take
much to just list those nunbers. And you can see | was trying to
update too as the years went by.

Now, what are the nunbers that these 120 studies
woul d report? Well, what these 120 studies are going to report,
for exanmple, in lowa we have a base line of 1.7 percent
pat hol ogi cal and problem ganblers; we have the casinos cone in
and by 1995, you heard testinony yesterday to the effect, it's up
to 5.4 percent. That's over a 200 percent increase in, what
about a five, six year period wth regard to pathol ogical and
probl em ganbli ng. So here are ny recomendations to the
commttee. There's just three.

First of all, the authors of the Harvard addictions
medi cal analysis should provide these 120 studies, give us the
reported nunbers of pathol ogi cal and probl em ganbl ers. Those are
the nost inportant nunbers. Those are essential to the
cal cul ations. And the second, make it accessible to the public.
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Put it in the Library of Congress and put copies of these studies
in the U S. Federal depository |ibraries across the country so
the public can look at them the press can |ook at that. And
finally, let's have a request for the high rollers list from
every U.S. casino. That would be a very helpful piece of
information to answer sone of these questions.

You saw this yesterday. Here we have a |ady who
all egedly killed one of her children. And they're investigating
the death of a second child, allegedly to get the insurance noney
of $200, 000. She has a |love of ganbling. That's what the
addi ction problembrings. These are real cases here.

Let's project this into the mlitary popul ation.
Since 1991 the mlitary readi ness has been destabilized in U S
mlitary personnel by at |east a 66 percent increase in addicted
ganbl i ng. Pat hol ogi cal ganblers, 66 percent increase; problem
ganbl er s, 108 percent increase, again, using the Harvard
addi ctions ned analysis, applying this to the mlitary personnel.
And | woul d suggest that Congress take a | ook at this.

Here's the summary. MIlitary readiness, addicted
ganblers up 66 percent; up 108 percent, for a conbi ned doubling.
Let's just look at the problem and see what's going on in the
mlitary. This is a serious issue which | don't think the
Conmmi ssion -- but this needs to be exam ned.

Now, what about bankruptcies? What do these new
pat hol ogi cal ganblers bring to bankruptcy? W've got 1.5 mllion
new pat hol ogi cal ganblers, 3.5 mllion new problem ganblers. By
the way, that should be between $12 billion and $19.7 billion.
That's a little msprint there. That should be between $12
billion to $19.7 billion in new cost of bankruptcy to the country
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in the last three years, four to $6.6 billion a year. Here, this
shows the range between $12 billion and $19.7 billion and if you
factor in the Harvard med analysis increase, you're getting up
here into the higher nunbers.

Bankruptcy is now, according to SMR research, the
fourth -- I"'msorry -- legalized ganbling is the fourth |eading
cause of creating bankruptcies in the United States in ganbling
communi ties. And this is in their feeder nmarket. This is the
proper thing to |ook at. In the feeder markets, in the
communities, in the counties in which these ganbling areas are
| ocated, they're finding 18 to 35 percent nore bankruptcies than
t he national average.

In Nevada, as you m ght expect, it's 50 percent above
the national average. In Atlantic Cty, it's 70 percent above
the state average. And we hear all this about Tunica,
M ssi ssi ppi, great econom c expl osion. Look at what's going on
in their feeder market, 400 percent above the national average in
bankr upt ci es. That's the feeder market to Tunica, M ssissippi,
the highest rate in the country.

Projected increase in bankruptcy cost to legalized
ganbl i ng. Wll, it's about $40 per household in 1997. It's
projected to increase to $220 per household by the year 2000
And this is according to SMR research and also the Wefa G oup
whi ch the ganbling industry uses all the time for their studies.

What does the Harvard addictions ned analysis say
here? \What they're basically saying is we're creating just the
pat hol ogi cal ganblers, 1.5 mllion people are becomng new
crimnals. Now, that doesn't mean they're going to wnd up in
jail. That neans that they're going to steal noney in order to
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support their habit. Usually they start off stealing from
friends, relatives, close associates. And conservative new crine
cost, $12 to $15 billion in the last three years, cost per year
at least four to five billion dollars.

| f you put Henry Lesieur's studies together with sone
of the other studies and you apply this to the Harvard addictions
medi cal analysis, you' re talking about an incredible increase in
t he nunber of these people who wind up in jail. | frankly think
these nunbers are too high, that Harvard theoretically has
proj ect ed. It should probably be cut down by 50 percent, maybe
even two-thirds.

So crinme and corruption, the proper focus is not at
the casino site where you see crinme going down. It's not in the
cities of Peoria and Joliet where crime is going down. You' ve
got increased police security. It's the 35 mle feeder market
and the 100 mle feeder market. There's a study out of M nnesota
that shows that there was 100 percent faster increase in crinme in
the ganbling counties, a feeder market anal ysis.

Look at the scope of the feeder market analysis
around the casinos than in the rest of the state, and that is the
proper focus for this. R cardo G zel who was just here yesterday
did a study in Wsconsin as well that said that crinme overall was
up about 20 percent in the feeder markets around the ganbling in
W sconsin. Nobody asked hi mthe question.

So what's the summary of this? Cost. Wat are the
benefits? W have new tax revenues of about $17 billion per year
comng in nationally, nost of that fromlotteries and the socio-
econom c costs are at least $3 for each $1 that's comng in, in
new tax revenues. So this is not a close call. There are other
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studi es which are higher and say it's up to $8 to $12 in cost for
each $1 coning in.

VWhat are the cost benefits? It's zero sum You had
Prof essor Ginols here yesterday. He's done four or five
studies, one just published and he's in the Congressional
hearings in 1995, the tables are all laid out and he's done
regression analysis on all the communities that have riverboats
here in Illinois. And they're indicating that basically what we
woul d expect to see, you're just transferring jobs out of the
pre-existing econony. For every casino job created, you're
| osing one fromthe feeder market.

So what are the conclusions here? Well, | believe
that these are national security types of issues that need to be
expl or ed. U.S. ganbling abuse is $80 billion per year. It's
greater than U. S. drug abuse costs. The addictions | would place
between -- and these are not ny nunbers. |'ve got the tables in
t he back that show that they come from various sources, various
studies. I1've tried to collate, as one of the questions that was
asked here yesterday, where these cane from

|'ve got hundreds of footnotes, $10,000 to $60, 000
per year pathol ogical ganblers, and actually there are estimates
that go up to 80 or $90,000 per year, and those aren't even
adjusted to 1997 dollars yet. Bankruptcies, four billion to 6.6
billion per year; crime and corruption, 15 billion per year to 34
billion per year.

Now, $34 billion per year, that's from the Florida
analysis which is the |eading edge report out of the State of
Florida, done in 1994. But it still has the nost advanced
met hodol ogy whi ch has been used to try and cal cul ate the cost of
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crime in a region. So ny conclusion is legalized U S. ganbling
destabilizes U S. mlitary readiness and mlitary personnel. The
financi al and banki ng systems, you'll find this in nmy testinony -
- and | think that's a mjor point which has not been explored
yet. You can |look at sone of the crises around the Pacific R m
and | think they can be linked to the ganbling phil osophy.

As you may al ready know, we have a provision in the federal
statutes that say that banks cannot participate in ganbling
activities such as lotteries. There's a reason for that. For
public confidence in what we call stability of expectations. You
have to have stability of expectations and the maintenance of a
favorable legal order and if you don't have that, you're
j eopardi zing the U S. econony and the world econony.

In sone instances, we just propped up, for exanple,
Mexico wth billions of dollars in loans fromthe U S. and Wrld
Bank and |'ve been getting calls from Mexi co which say they want
to put casinos in downtown Mexico City, the largest popul ation
base in the world in a concentrated area. That would lead to
addi cti ons, bankruptcy, crinme and corruption and | believe it
woul d destabilize third world countries which have |ess stable
econom es than those in the United States. They cannot w thstand
the pressures that I'msure you' ve all heard about with regard to
t hese types of problens.

| think 1've got a little bit of time left, so Il
just put a little sunmmary up here. The way to view this is to
continually look at the feeder market. Identify the relevant
mar ket and for the National Conmm ssion the relevant market is the
entire United States. W have a gentleman here from California,
one |last statenent. One of the definitive reports that |I have in
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my testinmony is from California. Visualize this. Put a fence
around Nevada and don't let anybody in or out for a year. That
econony will collapse. Wwy? Because it's living off of Southern
California and the rest of the country. California is losing
$3.8 billion a year and over 100,000 jobs to that econony. Thank
you very nmuch, Madam Chai r man

CHAl RMAN JAMES: Thank you very nuch.
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